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Letter from P 

m i 



resident 


To the Shareholders: 


EARNINGS: 

American Airlines earned $11,431,000 in 1954; $1.51 per share of common stock 
after payment of preferred stock dividends. 

Settlement of Federal income and excess profits taxes for prior years resulted in a 
credit of $3,043,000. 

The total of net earnings and special credit amounted to $14,474,000; $1.97 per 
share of common stock. 

Earnings were less than had been anticipated early in the year, because there was 
a loss, after tax credit, of $2,790,000 in August, compared with a profit of $1,536,000 
in August 1953, the effect of a pilots’ strike. 

DIVIDENDS: 

Dividends of $5,312,000 were paid during the year; $3,912,000 on the common 
stock and $1,400,000 on the preferred stock. 

Common stock dividend for 1954 was $0.60 per share, paid in four equal install¬ 
ments of $0.15 each. The comparable dividend for 1953 was $0.50 per share. 

At the meeting of February 16, 1955, the Directors authorized the payment of 
a $0.20 dividend on the common stock, payable on March 21, 1955 to holders of 
record March 4, 1955. 

AIRCRAFT: 

Delivery of the original order for 25 Douglas DC-7 planes was completed during 
the year, and all are in service. 

Other orders have been placed with Douglas. There will be fourteen additional 
DC-7 and four DC-6A (airfreight) aircraft to be delivered in 1956 and 1957. 

When all airplanes on order have been delivered, the Flagship fleet will consist 
of 206 aircraft: 39 DC-7’s; 82 DC-6 type; 76 Convairs; and 9 DC-4’s. Sixteen of the 
airplanes will be operated exclusively in the air cargo service. 

OPERATING SAFETY: 

In 1954, American Airlines transported 5,887,000 passengers, three and one-half 
billion passenger miles. 

There was no fatality involving either a passenger or a member of the crew. 

For this splendid record we are indebted to the 16,300 men and women of 
American, and to those who have aided them during the year. 

TRENDS: 

The traffic trend for the last quarter of 1954 was good, and that trend has con¬ 
tinued in the earlv months of 1955. 


New York City 
March 16, 1955. 


Sincerely yours. 
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Airfreight 

American Airlines is the leading airfreight carrier and, in 1954, it 
transported about 25% of the total freight volume of the scheduled 
industry. 

There will be further increases in freight service as additional 
aircraft, now on order, are delivered. 
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A section of an American Airlines DC-6 Blue Ribbon Aircoach. 


Leadership 

American Airlines pioneered in the operation of nonstop services 
between New York and Los Angeles, and between Washington and 
Los Angeles, with the DC-7 airplane. 

American continues its popular “Every Hour on the Hour 
service on the highly traveled New York-Chicago route. 

American increased its aircoach service during the year, adding 
9 aircraft to this service. Two more will be added in the Spring of 
1955. Aircoach services were extended to Detroit, Philadelphia, 
Memphis, Nashville, Tucson, Phoenix, El Paso, and San Francisco/ 
Oakland. 























FACTS AT A GLANCE 1954 


Revenue from the sale of transportation services $214,766,000 
Deduct—Net cost of providing those services . $192,735,000 


Balance Remaining—Before Federal income tax . . 

$ 22,031,000 

$ 27,513,000 

Deduct—Federal income tax. 

$ 

10,600,000 

$ 

14,100,000 

Earnings for the Year. 

$ 

11,431,000 

$ 

13,413,000 

Deduct—Dividends on preferred and common 
stock. 

$ 

5,312,000 

$ 

4,636,000 

Balance of Earnings—Reinvested in the business . 

$ 

6,119,000 

$ 

8,777,000 

Add—Special Credit (prior years' tax 

adjustment) . 

$ 

3,043,000 



Total—Reinvested in the business. 

$ 

9,162,000 

$ 

8,777,000 

Earnings per share of common stock. 


$1.51 


$1.85 

Earnings and Special Credit per share of common 
stock. 


$1.97 



Preferred Stock Dividends. 

$ 

1,400,000 

$ 

1,400,000 

Per share. 


$3.50 


$3.50 

Common Stock Dividends. 

$ 

3,912,000 

$ 

3,236,000 

Per share. 


$0.60 


$0.50 

Number of Passengers. 


5,887,000 


5,817,000 


Passenger Miles. 

Mail Ton Miles. 

Freight Ton Miles. 

Express Ton Miles. 

° Including Ton Miles of First Class Mail . 


3,456,686,000 

16,715,000° 

56,003,000 

8,595,000 

2,123,000 


1953 


$208,306,000 

$180,793,000 


3,306,417,000 

18,203,000° 

54,664,000 

10,282,000 

636,000 


































Business Growth 

We lost 24 days of business in August, for reasons given. In spite 
of that loss, American Airlines exceeded all other domestic carriers 
in freight and passenger traffic during the year. 

Total operating revenues, $214,766,000, were 3% higher than for 
1953. Excluding August of both years, the increase was 11.7%. Mail 
and express revenues were lower; passenger and freight revenues 
were higher. 

Total inter-city passenger traffic, including surface carriers, was 
lower in 1954 than in 1953. Yet air transportation continued to grow, 
a convincing index of the public utility of the service. 

American’s passenger miles, three billion four hundred fifty-seven 
million (3,457,000,000), made a new record. 77% of the business was 
first class; 23% was aircoach transportation. Aircoach passenger 
miles increased one-third, and for the year accounted for 17% of the 
dollar passenger revenue. 
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Rates and Fares 

Passenger fares were not increased during the year, in spite of 
the continuing trend of higher cost for services and materials. Air 
fares, which remain at pre-war levels, cannot long be continued on 
that basis if costs continue to rise. 

The average freight revenue per ton mile was a little higher in 
1954 than in 1953 but the difference was not substantial. 

The Civil Aeronautics Board proposed a reduction in air mail 
rates, but that had not been settled at the end of the year. 
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Sales Program 

One of the reasons for the increase in business was the effective¬ 
ness of our sales and general promotion program. 

There was a substantial increase in advertising expenditures. 
American Airlines is one of the larger national advertisers, and many 
have been good enough to say that our 1954 advertising program 
was outstanding. 

Music Til Dawn, the nation-wide midnight program of American 
Airlines, gained new friends and continued to increase in popularity. 

Air Travel Plans, designed for the convenience of American busi¬ 
ness, continued to increase in number and in service to the customer. 

“Go Now — Pay Later”, a new credit plan, got off to a good start 
and shows promise for the future. 
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Quality of Service 

In all departments we were able, we believe, to increase the 
quality of the service. That was especially so in the transcontinental 
operation, made possible by the luxury, speed and long-range capa¬ 
bility of the DC-7. 

We are now operating three nonstop flights from New York to 
Los Angeles and return, all at convenient hours. The popular non¬ 
stop service between Washington and Los Angeles was increased to 
two services on March 1. 

In addition, other DC-7 schedules serve Chicago, Detroit, San 
Francisco, Tulsa, Dallas and Ft. Worth. There will be DC-7 service 
for Boston in the Spring of 1955. 

The DC-7 is a splendid airplane. It provides an excellent service 
for American Airlines, outstanding among the services available to 
the air traveler. Load factors during the year indicate the enthusiastic 
reaction of air passengers to the time-saving advantages of the Flag¬ 
ship service. 


Cost Control 

The unit cost of materials and services continued to increase. 
In spite of that trend, costs per ton-mile during the final quarter com¬ 
pared very favorably with those of the corresponding quarter of 1953. 

There were further extensions of the management plan for de¬ 
centralized operation, with more responsibility and authority in the 
regional and field offices. 

A sizeable part of the progress for the year can properly be 
attributed to the good management of our regional and field offices 
and to the excellent spirit of constructive cooperation given by all 
employees of the company. 
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Relative Decline off Ground Expense 
with Growth in Size off Operation 



1946 1947 1948 1949 1950 1951 1952 1953 1954 * 

^Excluding August - Strike Month 


280 72 % 
250 60 % 

220 48 % 

190 36 % 
160 24 % 
130 12 % 
100 0 % 


Financial Position 

Working capital at the end of the year was $37,600,000, com¬ 
pared with $34,200,000 at the end of 1953. 

During the year more than $9,000,000 of earnings were reinvested 
in the business, bringing total investment to $134,000,000. 

Capital expenditures now authorized for future periods amount 
to $40,000,000, of which about $11,000,000 will be spent in 1955. 


No Subsidy 

None of the principal domestic trunklines receive any Federal 
subsidy. American Airlines has had no subsidy for many years and 
expects none for the future. 

Mail is transported at “service” rates and many believe that these 
rates are low. 

For the use of the Federal airways system the certificated airlines 
paid last year about $44,000 a day, about $16,000,000 for the vear, 
through payment of Federal taxes on aviation gasoline and oil. Ameri¬ 
can Airlines alone pays more than $8,000 a day for such taxes. 
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1954 Operating Revenue Dollar 



S3,234,000 
Express 1.5* ' 


$12,253,000 | 
Freight 5.7* 


$6,119,000* 

Reinvested in 
Business 2.9* 


$31,915,000 
Gasoline and Oil 
(Including Taxes) 14.9* 


$3,912,000 
Common Stock 
Dividends 1.8* 


$90,155,000 
Wages, Salaries and 
Related Expenses 42.0* 


$189,861,000 _ 

Passenger 88.4* ^ 


$2,822,000 
Other 1.3* , 


$6,596,000 
Mail 3.1* ' 


/ 


/ 

1 / 


$21,142,000 
Physical Wear and 
Obsolescence of 
Facilities 9.8* 

$16,789,000 

Materials and 
Outside Repairs 7.8* 

$32,734,000 
Other Expenses 15.2* 

$1,400,000 
Preferred Stock 
Dividends 0.7* 

$10,600,000 
Federal Income Tax 4.9* 



fHERE 

WENT 


•Exclusive of Special Credit of $3,043,420 
arising from settlement of Federal income 
and excess profits taxes for the years 1949 1952. 


The People of American Airlines 

American Airlines is known as “America’s Leading Airline” and 
a principal reason for that distinction is the ability and worth of the 
people associated with the company. The annual report is a reflection 
of their work and we are indebted to them. 

We are also grateful to the thousands of customers and friends 
who during the year have written to commend the service of an 
individual. Nothing could be more thoughtful or more gratefully 
received and we thank you. 

President /| 

New York, N. Y. Bv order of the * 

March 16, 1955 Board of Directors 

American Airlines, Inc. 
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American Airlines, Inc. 


CONSOLIDATED 

and 


Consolidated Subsidiary 


ASSETS 


CURRENT ASSETS 

Cash. 

U. S. Government and other short term securities, at cost .... 

Accounts receivable. 

Inventories of materials and supplies, at the lower of cost or market 
Prepaid expenses. 


TOTAL CURRENT ASSETS 


INVESTMENTS AND SPECIAL FUNDS, AT COST 

Cash deposits with manufacturers for purchase of flight equipment . . 

Investment in and advance to subsidiary not consolidated 

(Equity: 1954-$2,168,000; 1953-$1,895,000). 

Miscellaneous.. 


FLIGHT EQUIPMENT, AT COST 

Less: Accumulated obsolescence and depreciation 


LAND, BUILDINGS AND OTHER EQUIPMENT, AT COST 

Less: Accumulated depreciation.. 


DEFERRED CHARGES 

Long term operating property prepayments, less amortization 
Other deferred charges. 


at December 31 


1954 

$ 17,978,793 
35,636,269 

30.129.927 
1,816,841 

799,097 

86.360.927 


850,000 

1,250,000 

606,768 

2,706,768 


162,391,931 

82,012,744 

80,379,187 


28,524,171 

14,277,871 


14,246,300 


1,652,028 

364,945 

2,016,973 

$185,710,155 


1953 

$ 11,954,597 
42,546,280 
28,208,415 
1,843,729 
695,706 

85,248,727 


6,804,916 

1,250,000 

615,514 

8,670,430 


132,043,680 

65,924,773 

66,118,907 


25,110,057 

12,289,018 

12,821,039 


1,864,356 

389,236 

2,253,592 

$175,112,695 


Reference is made 
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3ALANCE SHEETS 


LIABILITIES AND CAPITAL 


at December 31 


CURRENT LIABILITIES 

Accounts payable. 

Accrued salaries and wages. 

Accrued Federal income tax (less U. S. Government tax notes: 

1954—$8,600,000; 1953-$ 16,500,000). 

Other accrued liabilities. 

Air travel plan subscribers’ deposits. 

Unearned transportation revenue. 


1954 

$ 27,499,701 
5,150,330 

24,691 

2,894,002 

8,368,250 

4,767,762 


1953 


$ 29,350,794 
5,983,077 

91,164 

3,692,073 

7,756,675 

4,133,062 


TOTAL CURRENT LIABILITIES 


48,704,736 51,006,845 


3% SINKING FUND DEBENTURES, DUE JUNE 1, 1966 

(Less debentures repurchased and held in Treasury: 

1954-$4,600,000; 1953-$5,950,000). 30,000,000 30,000,000 

(Sinking fund requirements, after application of debentures repurchased— 

$800,000 on June 1, 1958 and $1,350,000 annually thereafter) 

DEFERRED FEDERAL INCOME TAX (Note 2). 2,750,000 

PAYMENTS ON COMMON STOCK BY EMPLOYEES (Note 3) . . . . - 983,043 


CAPITAL STOCK number of shares 



1954 

1953 



Preferred stock, par value $100 per share 
Authorized. 

600.000 

600,000 



Issued and outstanding (312% cumula¬ 
tive convertible). 

400,000 

400,000 

40,000,000 

40,000,000 

Common stock, par value $1 per share 
Authorized. 

12,000,000 

12,000,000 



Issued and outstanding. 

6,636,245 

6,471,765 

6,636,245 

6,471.765 

Reserved 

For conversion of 312% cumulative 
convertible preferred stock . 

For options and employees’ stock 
purchases (Note 3). 

1,935,172 

74,180 

1,935,172 

357,068 




2,009,352 

2,292,240 



ADDITIONAL PAID-IN CAPITAL (Note 3) 



8,159,340 

6,353,514 

RETAINED EARNINGS (Note 4) 



49,459,834 

40,297,528 




$185,710,155 

$175,112,695 


le accompanying notes. 
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Consolidated Earnings 


For Years Ended 


1954 

REVENUES 

Passenger.$189,860,558 

Mail . 6,596,325 

Express. 3,234,133 

Freight. 12,253,243 

Other. 2,821,945 


214,766,204 


EXPENSES 

Flying operations. 51,451,981 

Ground operations. 28,321,910 

Maintenance and repairs . 41,354,356 

Passenger service. 12,494,024 

Traffic and sales. 19,998,190 

Advertising and publicity. 5,191,617 

Social security taxes, retirement benefit plan, etc. 4,866,809 

General and administrative. 9,033,811 

Provision for obsolescence and depreciation 21,141,576 

Interest and miscellaneous—net (Note 5). (1,119,357) 

Provision for Federal income tax (Note 2). 10,600,000 


203,334,917 


NET EARNINGS FOR THE YEAR (Notel). 11,431,287 

SPECIAL CREDIT 

Adjustment arising from settlement of Federal income and excess 

profits taxes for the years 1949-1952 . 3,043,420 

NET EARNINGS AND SPECIAL CREDIT 14,474,707 

RETAINED EARNINGS 

Balance at beginning of year. 40,297,528 


54,772,235 

Deduct dividends paid 

On 3%% cumulative convertible preferred stock 

($3.50 per share per year). 1,400,000 

On common stock 

(1954—$.60 per share; 1953—$.50 per share). 3,912,401 


5,312,401 

Balance at end of vear (Note 4).$ 49,459,834 


Reference is made to the accompanving notes. 


December 31 

1953 


$180,732,487 

8,075,029 

4,121,733 

11,657,573 

3,719,034 


208,305,856 


50,087,992 

25,255,142 

39,382,062 

11,762,717 

17,905,958 

4,435,413 

4,932,508 

8,383,096 

18,689,587 

(41,670) 

14,100,000 


194,892,805 


13,413,051 


13,413,051 


31,520,222 


44,933,273 


1,400.000 

3,235,745 


4,635,745 


$ 40.297,528 
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Notes to Financial Statements 


1. In 1954 the Company revised from five to seven years its estimate of the useful 
life of DC-6B flight equipment which resulted in an increase of $904,000 in net earn¬ 
ings for 1954. 

2. In its financial statements the Company, in accordance with its previous practice, 
computes provision for obsolescence and depreciation by the straight-line method over 
estimated useful lives. For Federal income tax purposes, however, the portion of flight 
equipment covered bv certificates of necessity is amortized at the rate of 20% per year 
and the uncertified portion of flight equipment acquired in 19.54 is depreciated by the 
“declining-balance” method at twice straight-line rates. Provision has been made from 
1954 earnings for deferred Federal income tax of $2,750,000 which is equivalent to 
the reduction in current tax resulting from amortization and depreciation taken for 
tax purposes in excess of obsolescence and depreciation provided in the financial state¬ 
ments. This deferred Federal income tax provision will be restored to earnings in future 
years when depreciation allowable for tax purposes is correspondingly less than pro¬ 
vided in the financial statements. 

3. 74,180 shares of common stock were reserved at December 31, 1954, pursuant to 
authorization of shareholders, for options granted in 1950 and 1952 to executive and 
supervisory personnel at $11.70 per share (on 17,600 shares) and $12.50 per share 
(on 56,580 shares). These options are exercisable by the holders at any time prior to 
June 2, 1955, subject to earlier expiration in the event of termination of employment. 

During 19.54 the Company received $1,973,520 for 164,480 shares of its common 
stock issued upon exercise of options and employees’ stock purchases resulting in a 
credit of $1,805,826 to additional paid-in capital. Payments on common stock by em¬ 
ployees who cancelled their purchases on or before May 31, 1954 were refunded. Dur¬ 
ing 1953, $48,850 was received for 4,100 shares and $44,750 credited to additional 
paid-in capital. 

4. $8,457,646 of the retained earnings at December 31, 1954 were restricted under 
provisions of the debentures and preferred stock with respect to payment of cash 
dividends on the common stock and the purchase of preferred stock and common stock. 

5. There is included in the statement of consolidated earnings (under “interest and 
miscellaneous-net”) a profit of $1,320,000 on the sale in 1954 of five DC-4 airplanes 
and engines. After applicable Federal income tax (which was reduced by a prior year 
capital loss carry-over) this accounted for $1,142,000 of the net earnings for 1954. 

6 . The Company has authorized capital expenditures of approximately $40,000,000 
for eighteen airplanes for delivery in 1956 and 1957 and other property and equipment. 

7. The Company is one of five defendants in a civil anti-trust suit instituted in 1950 
by an airfreight carrier which seeks treble damages totaling $30,000,000. In the 
opinion of counsel for the Company, based on the facts so far advanced prior to trial, 
the suit will not result in any ultimate net liability to the Company. 
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February 15, 1955 


The Board of Directors and Shareholders, 

American Airlines, Inc. 

We have examined the consolidated balance sheet of American Air¬ 
lines, Inc. and Consolidated Subsidiary at December 31, 1954 and the 
related statement of consolidated earnings for the year then ended. Our 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the above-described statements present fairly the 
financial position of American Airlines, Inc. and Consolidated Subsidiary 
at December 31, 1954 and the results of their operations for the year then 
ended, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year except for 
the change in depreciation explained in Note 1, which change we approve. 
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Years 

1950-1954 Comparative Statistics 


1954 

Operating Revenues 

Passenger.$189,860,558 

Mail. 6,596,325 

Express. 3,234,133 

Freight. 12,253,243 

Other. 2,821,945 

Total. 214,766,204 

Expenses, including Federal taxes on 

income. 203,334,917 

Net Earnings (1). 11,431,287 

Current Assets. 86,360,927 

Current Liabilities. 48,704,736 

Net Working Capital. 37,656,191 

Aircraft, Ground and Other 

Equipment (depreciated value) . 94,625,487 

Total Assets.185,710,155 

3% Sinking Fund Debentures, Due 

June 1, 1966 . 30,000,000 

Preferred Stock Outstanding . 40,000,000 

Common Stock Outstanding . 6,636,245 

Additional Paid-in Capital . . . 8,159,340 

Retained Earnings. 49,459,834 

Commercial Airplanes (at end of 

year). 188 

Operating expenses per revenue ton 

mile. 46.5c 

Operating expenses per available ton 

mile. 28.1c 

Available Ton Miles. 688,836,244 

Revenue Ton Miles. 417,057,247 

Revenue Miles. 99,736,407 

Passenger Seat Miles. 5,094,897,159 

Revenue Passenger Miles .... 3,456,686,192 

Passenger Load Factor .... 67.8 

Mail Ton Miles. 16,715,212 

Cargo Ton Miles (Express & 

Freight). 64,598,503 


1953 

$180,732,487 

8,075,029 

4,121,733 

11,657,573 

3,719,034 

208,305,856 


194,892,805 

13,413,051 

85,248,727 

51,006,845 

34,241,882 

78,939,946 

175,112,695 

30,000,000 

40,000,000 

6,471,765 

6,353,514 

40,297,528 


177 

44.8c 

27.6c 

654,020,315 

403,389,862 

103,730,846 

4,880,678,363 

3,306,417,003 

67.7 

18,202,792 

64,945,629 


1952 

$161,760,234 

7,925,530 

3,990,549 

9,946,838 

3,721,363 

187,344,514 


174,830,109 

12,514,405 

82,954,285 

43,382,686 

39,571,599 

57,773,039 

158,149,985 

30,000,000 

40,000,000 

6,467,665 

6,308,764 

31,520,222 


158 

45.0c 

30.0c 

536,260,333 

358,004,371 

89,444,215 

4,039,321,165 

2,927,387,010 

72.5 

17,564,183 

56,894,328 


1951 

$142,050,851 

7,118,996 

3,283,188 

7,708,506 

2,809,166 

162,970,707 


152,422,025 

10,548,682 

69,995,965 

37,317,956 

32,678,009 

66,535,546 

143,653,049 

30,000,000 

40,000,000 

6,460,085 

6,237,229 

23,637,779 


159 

43.0c 

29.4c 

451,229,987 

308,633,261 

77,533,912 

3,452,992,170 

2,558,243,366 

74.1 

15,528,193 

46,131,689 


1950 

$100,754,731 

6,077,039 

2,579,838 

7,297,798 

1,975,294 

118,684,700 


108,284,896 

10,399,804 

64,644,983 

25.621.659 
39,023,324 

56.337.660 
125,952,225 

30,000,000 

40,000,000 

6,452,835 

6,159,654 

17,718,077 


141 

41.4c 

27.5c 

347,245,692 

230,701,748 

60,560,467 

2,617,801,756 

1,813,903,217 

69.3 

10,262,306 

44,182,262 


(1) Exclusive of Special Credit in 1954 of $3,043,420 arising from settlement 
of Federal income and excess profits taxes for the years 1949-1952. 
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